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KANNALAND MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2011 


17 RECONCILIATION OF AVAILABLE CASH AND INVESTMENT RESOURCES 


2011 2010 

R R 


Cash and Cash Equivalents ^ Note 36 

Investments - Note 15 

853.063 

3.124.341 

3.246,690 

2.749,438 

Less: 

3.977,404 . 
7.774,096 

5.986.128 

10,633.685 

Unspent Committed Conditional Grants - Note 9 

VAT “Note 10 

5.628.678 

,2.245.418 

8,767,563 

1.866.122 

Resources available for working capital requirements 

Allocated to: 

(3,796,692) 

(4,637,557) 

Repayment of long-term liabilities 


• 

Resources available for working capital requirements 

(3,796,692) 

(4,637,557) 

UTILISATION OF LONG-TERM LIABILITIES RECONCILIATION 



Long-term Liabilities - Note 2 

Used to finance property, plant and equipment - at cost 

17,653.969 

(17.653.969) 

18,125,345 

(18,126.345) 

Cash set aside for the repayment of long-term liabilities 

Gash invested for repayment of long-term iiabtltltes 

3.124.341 

3.124.341 

2.749.438 

2.749.438 


Long-torm llabllilies have been utilized in accordance \vitb the Municipal Finance 
Managemenl Act. 


BUDGET COMPARISONS 

2011 

R 

(Actual) 

2011 

R 

(Budget) 

2011 

R 

(Variance) 

2011 

(%) 

Operational 





Revenue by source 





Property taxes 

Government Grants and Subsidies - Capital 

Government Grants and Subsidies - Operating 

Fines 

Service Charges 

Rental of Facilities and Equipment 

Interest Earned - external investments 

Interest Earned ■ outstanding debtors • 

Licences and Permits 

Income for Agency Services 

Other Tncome 

7,793,429 
11,466,651 
20,816,156 
1,305,226 
33,670,454 
284,341 
641,768 
827,267 
162.686 
‘ 507,794 
361,170 

7,949,800 

37.376,000 

1,751,000 

34.401.687 

367.000 

300.000 
200,000 
120,000 

3,900 

294,300 

(166,371) 
11,466.651 
(16,560,844) 
(445.776) 
(731,233) 
(72,659) 
341.758 
627,267 • 
42,686 
503,894 
. 66,870 

■ -1.97% 

100.00% 
-44.31% 
-26.46% 
.-2.13% 
-19.80% 
113.92% 
313.63% 
35.57% 
12920.36% 
22.72% 

77,845,931 

82,763,687 

(4:917,756) 

-5.94% 

Expenditure by nature 





Employee Related Costs ' ' . 

Collection costs 

Remuneration of Councillors 

DebtTmpaIrment 

Depredation and Amortisation 

Impairments 

Repairs and Maintenance 

Actuarial tosses 

Stock Adjustments 

Finance Charges 

Bulk purchases 

Contracted services 

Operating Grant Expenditure 

General Expenses 

24,328,921 

77,629 

2,847,665 

5,259,153 

8,266,190 

11,142 

1,611.626 

383,627 

1 

2,331.432 

17,881.526 

659,621 

4,865.027 

8.936.176 

24.655.474 

200,000 

2,772,083 

600,000 

3.570.100 

1,638,124 

1.349.100 
19,450,000 

2.857,265 

31,530 

9.718,330 

326.553.00 
122,370.54 
(75,472.42) 

(4.659,152.90) 

(4,696.089.52) 

(11,141.61) 

126.488.00 
(383,627.00) 

(1.00) 

. (982,332.00) 

1.668.474.00 

2.197.634.00 
(4,833,487.00) 

782.154.00 

-1.32% 

-61.19% 

2.72% 

776.53% 

131.54% 

' -100.00% 
-7.72% 
-100.00% 
-100.00% 
72.81% 
-8.06% 
-76.91% 
15329.84% 
-8.05% 

77.359,626 

66.841,996 

(10,617,629.91) 

1S.74% 

Net Surplus for the year 

486;305 

15,921,691 

(15,435,385.94) 

-96.95% 
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KANNACAND MONIGIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2011 


Operational Budget by Standard Classification 

2011 

R 

(Actual) 

2011 

R , 

(Budget) 

2011 

R 

(Variance) 

2011 

{%) 

Revenue - Standard 





Governance and Administration 
* Executive and council 

Budget and Treasury Office 

Corporate Services 

6.198,440 

1,803,518 

14,228,837 

5,924,000 

3,132,700 

11,171.800 

(274,440) 

1,329,182 

(3,057,037) 

4.63% 

-42.43% 

27.36% 

Community and Public Safety 

Communlly and Social Services 

Sport and Recreation 

Public Safety 

684,790 
■ 15,592 
-1,962,676 

8.376.500 

‘9,000 

1,870,000 

7,691,710 

(6,592) 

(92.676) 

•81.82% 

.73.24% 

4.96% 

Econonnic and Environmental Services 

Road Transport 

312,643 

20,000 

(292,643) 

1463.21% 

Trading, Services 

Electricity 

Water 

Waste Water Management 

Waste Management 

33,609,188 ‘ 
6,892,689 
6.672,646 
5,666,006 

32,772,000 

7.598.000 

6.254.000 
5,635.687 

(837,188) 

705,311 

(316.546) 

70.681 

. 2.55% 
-9.28% 
5.09% 
-1.25% 

Other 

Airport 

(1) 

•' - 

1 

“100.00% 

Total Revenue 

77,845,824 

82, -763, 687 

. 4,917,763 

1336.27% 

Expenditure - Standard 





Governance and Administration 

Executive and council 

Budget and Treasury Office 

Corporate Services 

9,910,262 
8,556,354 
• 8,409,411 

12,864.723 

9,826,443 

4,985,647 

2,954.461 

1,270,089 

(3,423,784) 

-22.97% 

-12.93% 

es.67% 

Community and Public Safety 

Community and Social Services 

Sport and Recreation 

Public Safety 

9,494.979 

240,407 

1,620,803 

6,948,865 

688,233 

2,390,868 

(3,546.114) 
347,826 - 

870,065 

69.61% 

■ -59.13% 

' -36.39% 

Economic and Environmental Services 

Road Transport 

312,643 

25,000 

(287,643) 

1150.57% 

Trading Services 

Electricity 

Water 

Waste Water Management 

Waste Management 

22,860,711 

7,287,469 

5,299,431 

3,467,155 

23 , 064,543 

4,063,426 

3,118,633 

2,636,155 

203,832 

(3,224.043) 

(2.180,898) 

(831,000) 

-0.88% 

- 79,34% 
69.93% 
31.52% 

Other 

Airport 

(1) 

- 

1 

-100.00% 

Total Expenditure 

77,359,624 

69.512.436 

(7,847,188) 

0.00% 





Surplus/(Deflc!t) for the year 

486,300- 

13,251,251 

12,764.951 

1336.27% ■ 
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KANNALAND MUNICIPALITY 
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39.3 Capital expenditure by vote 

Expenditure - Standard 

Governance and Administration 
Executive and council 
Budget and Treasury Office 
Corporate Services 

Community and Public Safety 

Community and Social Services 
Sport and Recreation 
Public Safety 
Housing 

Economic and Environmental Services 
Road Transport 

Trading Services 
Eiectf icily 
Water 

Waste Water Management 


Total Expenditure 


2011 

2011 

2Q1.1 

2011 

R 

(Actual) 

R 

(Budget) 

R' 

(Variance) 

(%) 


11,119 

- 

(11,119) 

-100,00% 

28,112 

- 

(28,112) 

'100.00% 

66,086 

*• 

(66,086) 

'100.00% 

10,800 

7.894,000 

7.883.200 

-99,86% 

238,173 

- 

(238.173) 

'100.00% 

7.706 

- 

(7,705) 

-100.00% 


4,551.000 . 

4.551,000 

'100.00% 

6.017,125 

• 

(5,017,126) 

-100.00% 

5,334.346 

6.363,000 

1,028,654 

-16.17% 

80,000 

- 

(80.000) 

-100.00% 

673,186 

- 

(673,185) 

-100.00% 

11,466,651 

18,808,000 

7,341,349 

0.39 


UNAUTHORISED, IRREGULAR, FRUITLESS AND WASTEFUL EXPENDITURE DISALLOWED 


40.1 ifnaitthorised expen diture 

' Reconciliation of unauthorised expenditure: 

Opening balance. 

Unauthorised expenditure current year - capital 
Unauthorised expenditure current year - operating 

Unauthorised expenditure awaiting authorisation 

Unauthorised expenditure on operating votes Is mainly due to provisional amounts recognised for 
depreciation and amortisation 


llncident ■ — 

Dlscipilnarv steps/criminal proceedings _| 

None ' 

j Oimr expenditure on votes 



40.2 


Fruitless and wasteful expenditure 

Reconciliation of fruitless and wasteful expenditure: 

Opening balance 

Fruitless and wasteful expenditure current year 
Fruitless and wasteful expenditure awaiting further action 


Incident 

Interest on late payment of creditors 


Disciplinary steps/criminal proceedings 
Under Investlgaflon ^ 


3 


2011 

R 


6,121,605 

13,493/462 


19,614,967 


2.224,761 

19,129 

2,243,910 


2010 . 
R 


2,224,781 

2,224,781 


40.3 trreoutar expenditure 


Reconciliation of irregular expenditure: 

Opening balance 

irregular expenditure current year 


irregular expenditure av/alting further action 


incident 


oliance v/fth SGM Reoufations 


Disciplinary steps/crlmlnal proceedings 


Under investiddtfon 
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 201-1 


40.4 Material Losses 

2011 

R 

2010 

R 


Water distribution losses 




Due to lack of Information it v/as not possible to determine the v/ater distribution losses 




Electricity distribution losses 

- Units purchased (Kv/h) 

- Units lost during distribution (Kwh) 

- Percentage lost during distribution 

Distribution loss {Rand Value) 

7,105.773 

1,665,273 

23% 


1 

ADDITIONAL oisCLOSURES IN TERMS OF MUNICIPAL FINANCE MANAGEMENT ACT 



411 

Contributions to oraanfsed (ocal aovernmeiit - fMFMA 125 {1)(b)l - SALGA CONTRIBUTIONS 




Opening balance . 

Council subscriptions 

Amount paid - current year 

29,265 

123,134 

(152,399) 

29.265 

110,430 

(110,430) 


Balance unpaid (Included In creditors) 

0 

29,265 

41.2 

Audit fees - IMFMA 125 (IKbtl 




Opening balance • 

Audit fees 

Amount paid - current year 

1,200,589 

{1,200,589} 

932,010 

(932,010) 


Balance unpaid (Included In creditors) 

- 

- 

41,3 

VAT-rMFMA126flib)l 




Opening balance 

Amounts received - current year 

Amounts claimed - current year (payable) 

{1,108,140} 

(91,927) 

870,165 

(892,243) 

(628,829) 

2,660,171 


Closing balance - Receivable 

(327,902) 

1,039,100 


Vat In suspense due to cash basis of accounting 

Input VAT 

Output VAT 

(813,122) 

3,196,375 

(298,088) 

2,707,914 


Receivable 

2,383,263 

2,409,826 


’ VAT Is payable/recQivable on the cash basis. VAT Is only paid over to SARS once cash Is received from 
debtors and only claimed from SARS once payment Is made to creditors. 



41.4 

PAYE. SDL and UIF - fMFMA 125 (DfbB 

2011 

R 

2010 

R 


Opening balance 

Current year payroll deductions and Council Contributions 

Amount paid - current year 

2,354,896 

3,692,593 

(3,377,008) 

2,356.392 

3,471,037 

(3,472,633) 


Balance unpaid (Included In creditors) 

2,670,481 

2,354,896 

41,5 

Pension and Medical Aid Deductions - fMFMA 125 



Opening balance , 

Current year payroll deductions and Council Contributions 

Amount paid - current year 

202,270 

0,126,901 

(5.413,186) 

32,974 
2,075,016 . 

(1,805.720) 


Balance unpaid (Included tn creditors) 

17,984 

302,270 

41.6 

Councillor’s arreat consumer accounts - FMFMA 125 (1)(b)t 




The following Councillors had arrear accounts for more than 90 days as at 30 June 2011; 

2011 

R 

Outstanding 
more than 90 
days 

2010 

R 

outstanding 
more than 90 
days 


Councillor ML Ciaasen 

5,664 

- 


Total Councillor Arrear Consumer Accounts 

5,564 

- ^ 
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KANNALAND MUNfCIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2011 
41.7 Other non-compliance ^MFMA 125f2Ue)^ 

Section 32 (4) (a) of the MFMA slates that the accounting officer must promptly Inform the mayor, the MEG 
of local government In the province and the Auditor General In vrritlhg of any unauthorised, Irregular or 
fruitless and wasteful expenditure Incurred by the municipality. The municipality did not Inform the relevant 
parties as required by the section. 

The municipality did not update their website v;ith all relevant documentation as required by Section 75(2) of 
the-MFMA. The matter has only been addressed after year-end. 

Payment to the value of R was not made v/ithin 30 days as required by the MFMA. 


2011 2010 
• R R 

42 CAPITAL COMMITMENTS 

Commitments In respect of capital expenditure: 

Approved and contracted for: 2,913,097 


Total commitments consist out of the foliovWng: 

Demand side management 2,913,097 

. 2,913,097 


This expenditure v41l be financed from; 

Government Grants 2,913,097 

2 , 913,097 


43 FINANCIAL RISK MANAGEMENT 

The activities of the municipality expose it to a variety of financial risks, Including market risk (comprising 
fair value Interest rate risk, cash flow Interest rate risk and price risk), credit risk and liquidity risk. The 
munlcipailt/s overall risk management programme focuses on the unpredictability of financial markets and 
seeks to minimise potential adverse effects on the municipallt/s financial performance. 


(a) Foreign Exchange Currency Risk 

The municipality does not engage In foreign currency froneactlons. 

(fo) Price risk 

The municipality Is not exposed to price risk. 

(c) Interest Rate Risk 

As the municipality has significant Interest-bearing liabilities, the entit/s income and operating cash 
fiovi^ are substantially dependent on changes in market Interest rates. 

The municipality analyses its potential exposure to Interest rate changes on a continuous basis. 
Different scenarios are simulated which Include refinancing, renewal of current positions, alternative 
financing and hedging. Based on these scenarios, the entity calculates the Impact that a change In 
Interest rates will have on the surplus/deficit for the year. These scenarios are only simulated for 
liabilities v/hich constitute the majority of Interest bearing liabilities. 


The municipality did not hedge against any Interest rate risks during the current year. 


Th© potential Impact on the entity's surplus/deficit for the year due to changes in Interest rates were as 
foilow: 

1% (2010 - 0,5%) Increase In Interest rates 
0.5% (2010 - 0.5%) Decrease In Irvterest rales 


(331,903) 

165,951 


(162,760) 
' 162,760 
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(d) Credit Risk 


NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2011 


Credit risk is the risk that a counter party io a financial or non-finanoial asset will fall to 
obligation and cause Ihe rnunlclpality lo Incur a financial loss. 


discharge an 


Credit risk consist mainly of cash deposits, cash equivalents, trade and other receivables and unpaid 
condJllona) grants and subsidies. 


Trade and other debtors are disclosed net after provisions are made for impairment and bad debts. 
Trade debtors comprise of a large number of ratepayers, dispersed across different sectors and 
geographical areas. Ongoing credit evaluations are performed on the Rnanclal condmon of these 
debtors. Credit risk pertafaing to trade and other debtors fs considered lo be moderate due the 
diversified nature of debtors and immaterial nature of Individual balances. In the case of consumer 

niuniclpalfty effectively has the right to terminate services to customers but in practice this 
is dlrncult to apply. In the case of debtors v/hose accounts become in arrears, Council endeavours to 
collect such accounts by "levying of penalty charges®, "demand for payment®, Veslrlctlon of services" 
and, as a last resort, "handed over for collection", v/hichever procedure is applicable In terms of 
Council's Credit Control and Debt Collection Policy. 


The entity only deposits cash v/ith major.banks with high quality credit standing. No cash and cash 
equivalents were pledged as security for financial RabIHtles and no restrictions were placed on the ose 
of any cash and cash equivalents for the period under review. Although the crodft risk pertaining to cash 
and cash equivalents are considered to be lovr, the maximum exposure are disclosed below. 


The risk pertaining to unpaid conditional grants arid subsidies are considered to be very lov/. Amounts 
are receivable from national and provfnclal government and there are no expectation of counter party 
default. 


Financial assets exposed to credit risk at year end are as follov/s: 

Long term receivables 

Receivables from exchange transactions 

Receivables from non-exchatige transactions 

Cash and Cash Equivalents 

Unpaid conditional grants and subsidies 


(e) Ll<?uldity Risk 


2011 2010 
R 


13,691 16,960 

3,297,127 • 3,008,926 

569,805 - 311,577 

853,063 3,246,690 

789,914 . 506,373 

5,543.599 7,090,516 


Prudent liquidity risk management Implies maintaining sufficient cash, the availability offending through 
an adequate amount of committed credit facilities. Due to the dynamic nature of the underlying 
business, the treasury maintains flexibility in furrding by maintaining availability under credit lines. 


The entity's rtsk to liquidity is a result of the funds available to cover future commitments. The entity 
manages liquidity risk through an ongoing review of future commitments and credit faclilUes. 

The table below analyses the entity's nnanclal liabilities into relevant maturity groupings based on the 
remaining period at the financial year end to the contractual maturity date. The amounts disclosed In 
the table are the contractual undiscounted cash flows. Balances due within 12 months equal their 
carrying balances as the impact of discounting Is not significant. 


2011 

Long Term liabilities 

■ Capital repaymenis 
Interest 

Trade and Other Payables 

Unspent conditional government grants and receipts 

Cash and Cash Equivalents 


Less than 1 

Between 1 and 5 

Betv/een 5 and 


year 

years 

10 years 

Over 10 Years 

- 

- 


- 

11,832,814 




5.528,678 

" 


- 

17,361,492 
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KANNALAND MUNICIPALITY 


NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2011 

Les$ than 1 Between 1 and 6 Between 5 and 
year years 10 years 


2010 

Long Term liabilities 

Capital repayments 
Interest 


44.1 


Over 10 Years 


Trade and Other Payables 9,696,752 

Unspent conditional government grants and receipts 6,767,663 

Cash and Cash Equivalents 

- 


* 


16,364,315 

- 

- 

- 




2011 

2010 

FINANCIAL INSTRUMENTS 



R 

R 

In acc'ordanco with IAS 39/09 the financial Instruments of the municipality are classified as foliov^: 

The fair value of financial instruments approximates the amortised costs as reflected bellov/. 




Financial Assets 

Classification 




Investments 

Fixed Deposits 

Financial Instruments at amortised cost 


3,124,341' 

2,749,438 

Long-term Receivables 

Sport Club Loans 

Financial Instruments at amortised cost 


10,166 

13,691 

Receivables 

Receivables from exchange transactions 
Receivables from non-exchange transactions 

Financial Instruments at amortised cost 

Financial Instruments at amortised cost 


3,297,127 

589,805 

3,008,926 

311,577 

Other Receivables 

Government Subsidies and Grants 

Financial instruments at amortised cost 


789,914 

606,373 

Current Portion of Long-term Receivables 
Sport Club Loans 

Financial instruments at amortised cost 


3,525 

3,259 

ShorMerm Investment Deposits 

Cali Deposits 

Financial Instruments at amortised cost 


59,250 

’ 2,510,225 

Bank Balances and Cash 

Bank Balances 

Cash Floats and Advances 

Financial Instruments at amortised cost 

Financial Instruments at amortised cost 


790,663 

3.150 

733,715 

2,750 



5,543,599 

7,090,516 

SUMMARY OF FINANCIAL ASSETS 





Financial Instruments at amortised cost 

At amortised cost 

Financial Liability 



5,543,599 

5,543i599 

7,090,516 

7,090,516 

Classification 




Long-term Liabilities 

Annuity, Loans 

Capitalised Lease Liability 

Financial instruments at amortised cost 

Financial Instruments at amorilsed cost 


17,983,223 

209,939 

18.255,563 

341,079 

Payables from exchange transactions 

Trade creditors 

Retentions 

Deposits 

Other 

Financial Instruments at amortised cost 

Financjul Inst/uments at amortised cost 

Financial Instruments at amortised cost 

Financial instalments at amortised cost 


7,024,564 

374.670 

88,135 

3.655,949 

2,742,760 

1,808,699 

62,813 

4,280,512 

Other Payables 

Government Subsidies and Grants 

Financial instruments at amortised cost 


6,528,678 

8,767,563 

Current Portion of Long-term Liabilities 

Annuity Loans 

Capitalised Lease Llabiiity 

Financial Instruments at amortised cost 

Financial instruments at amortised cost 


(471,425) 

(67,768) 

34,325,965 

(371,883) 

(99,414) 

. 35,787,692 
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KANNALAND JVIUNJCIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2011 
SUMMARY OF FINANCIAL LIABILITY 

Financial Instruments at amortised cost 34,325,965 


EVENTS AFTER THE REPORTING DATE 

The municipality has no events after reporting date during the financial year ended 2011/2012. 

IN-KIND DONATIONS AND ASSISTANCE 

The municipality did not receive any in-klnd donations or assistance during the year under revleu', 
private public PARTNERSHIPS 

Council has not entered Into any private public partnerships during the financial year. 

CONTINGENT LIABILITY . 

Council through the Accounting Officer will be liable for an estimated penalty of R1 Million due to the 
use of Landfill Sites In the Council's Jurisdiction area without permits. 

Furthermore the cdunci) Is operating a sand mine without the prescribed permit to do so. 

VAT returns were not submitted to SARS from period March2011 to June 2011 ahd a penally and Interest 
on late submission of R5687 1 may be levied . 

A potential-third party claim for the amount of R1 098 887 was received from the Western Cape High Court 
on 19 October 2011 for an Incident that happened on 4 April 2011 to Ms' MA Smith in Calil 2 dorp. 

RELATED PARTIES 

Key Management and Councillors receive and pay for services on the same terms and conditions as other 
ratcpoyere I residents* 

The rates, service charges and other charges are fn accordance with approved tariffs that were advertised 
to the public. No bad debt expenses have been recognised in respect of amounts ov/ed by related parlies. 

3.1 Related Party Loans 

• Since 1 July 2004 loans to couricillors and senior management employees are not permitted. Loans 
granted prior to this data are disclosed in noie 16 to the Annual Financial Statements. 

),2 Compensation of key management personnel 

The compensation of key management personnel Is set out In note 26 to the Annual Flnanciai Sfatements, 

).3 Other related party fransactJons 

The following purchases were made during the year where Councillors or staff have an Interest: 

None 


35,787,692 
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